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AMERICAN INSTITUTE OF ACCOUNTANTS 


Annual Meeting 


The following general schedule of ar- 
rangements for the annual meeting of 
the Institute to be held in Chicago in 
October, has now been decided upon: 


Monday, October 15, 1934: 

Meeting of Council in morning. 

Registration throughout the day. 

Meeting of representatives of state account- 
ancy boards in the evening. 

A reception for the visiting members and 
ladies in the evening, following the meeting 
of examiners. 


Tuesday, October 16, 1934: 
9:30 a.m.—General session. 
12:00 noon—Luncheon interval. 
1:00 p.m.—Technical discussions. 
Evening—Suitable entertainment for ladies and 
gentlemen. 


Wednesday, October 17, 1934: 


Whole day to be devoted to golf, tennis, etc., 
including annual competition for Missouri 
golf and tennis trophies. 

Those not wishing to participate in sports 
may spend the day at the Century of 
Progress Exposition or in other forms of 
relaxation or entertainment. For those who 
would prefer to devote the day to discus- 
sions on accounting or allied topics, facili- 
ties will be provided for round-table dis- 
cussions. 


Thursday, October 18, 1934: 


9:30 a. m.—General session. 
Election of officers. 
Selection of 1935 meeting place. 
Other matters of business. 
12:00 noon—Luncheon interval. 
1:00 p. m.—General session. 
4:30 p.m.—Meeting of Council. 
7:30 p.m.—Annual banquet, at which the 
prizes for the golf tournament, 
etc., will be presented. 


The Stevens Hotel, which is situated 
on Michigan Boulevard between 7th and 
8th Streets, has been chosen as headquar- 
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ters for the meeting. Visiting members 
are urgently requested to reserve accom- 
modations at that hotel as early as pos- 
sible. 


The schedule of room rates is as follows: 

Room with double bed and bath, for one per- 
son, a day, from $3.00 to $8.00. 

Room with double bed and bath, for two per- 
sons, a day, from $4.50 to $10.00. 

Room with twin beds and bath, for two per- 
sons, a day, from $6.00 to $12.00. 

Suites consisting of sitting room and bed 
room with bath can also be arranged for at 
reasonable rates. 


The Stevens Hotel has 3,000 rooms of 
which approximately 2,000 are rated at 
$5.00 a day or less, a person. 

The committee on meetings, which 
consists of John P. Dawson, Robert E. 
Payne and George W. Rossetter, requests 
— keep the arrangements in 
mind. 


RAILROAD FARES 


Reduced railroad fares to Chicago will 
be in effect at the time of the annual 
meeting, on account of the World’s Fair, 
which will continue until October 3lst. 
For example, there will be on sale at 
New York every Tuesday and Saturday 
round-trip tickets to Chicago, with a fif- 
teen-day return limit, for $33. Pullman 
accommodations may be obtained with 
these tickets on the basis of one fare plus 
one-half fare for the return trip. Similar 
substantial reductions in railroad fares 
to Chicago will be available throughout 
the country. Information may be ob- 
tained from local ticket agents. 


Elections 


In the absence of protest, the president 
has declared decwed, as members and as- 
sociates, respectively, the following ap- 
plicants whose election was recom- 
mended by the board of examiners and 
approved by the council at its meeting 
on April 9, 1934: 
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Advanced to membership: 


James C. Addison, Des Moines 
Robert I. Barry, New York, N. Y. 
George B. Clegg, Providence, R. I. 
Thomas R. Dempsey, Los Angeles 
Archer D. Lewis, Denver 

Francis N. Mullen, Elmira, N. Y. 
William H. Willis, Brooklyn, N. Y. 


Admitted as members: 


J. E. Armstrong, Baltimore 

Charles M. Burlingame, Chicago 
Harold K. Chaney, Los Angeles 
Burney R. Clack, Tulsa, Okla. 
Joseph F. Cook, University City, Mo. 
William Fagell, Boston 

Charles O. Gunther, Jr., Baltimore 
Harry A. Houston, Paris, Ill. 

William W. Johnston, Springfield, Mass. 
R. W. Kiersted, Cleveland 

John B. Macnab, Baltimore 

Henry F. Meyer, Savannah 

Edwin C. Nelson, San Francisco 
David J. W. Patrick, San Francisco 
Charles M. Peale, Tulsa, Okla. 

Everett J. Penny, White Plains, N. Y. 
Walter H. Rohe, Chicago 

Donald S. Ryder, Los Angeles 

Robert T. Taylor, Baltimore 

William B. Tittsworth, Baltimore 


Admitted as associates: 
James H. Cave, Boston 
Forrest W. Pinkham, Boston 
Herbert R. Thielmeyer, San Francisco 


Special Report to the Membership 

By order of the executive committee a 
special report to the membership is be- 
ing distributed in pamphlet form dur- 
ing the month of May. The report con- 
tains a summary of proceedings of the 
council at its April meeting and a review 
of the reports submitted to council at 
that time, which reflect the work of the 
Institute since the beginning of the cur- 
rent fiscal year. 

Extra copies of the special report are 
available without charge and the execu- 
tive committee requests that members 
distribute copies to all persons who may 
be interested. 


Officers Visit Accountants in Five 
States 
INDIANAPOLIS 


Immediately following council and ex- 
ecutive committee meetings at New York 
on April 9th and 10th, John F. Forbes, 
president of the American Institute of 
Accountants, and the secretary of the In- 
stitute proceeded to Indianapolis where 
on April 11th they were entertained by 
the Indiana Association of Certified Pub- 
lic Accountants. In the morning they 
called upon William Madden, presi- 
dent of the Indiana association. The 
Institute’s officers were accompanied by 
George S. Olive, a former member of 
council, and Stephen S. Yeoman, a mem- 
ber of the special committee on develop- 
ment of the Institute. Mr. Yeoman 
acted as host at a luncheon in honor of 
the officers of the Institute at the Lin- 
coln hotel, at which they were introduced 
to H. A. Roney, secretary of the Indiana 
association, and directors and other 
members of the state group. 

In the afternoon, Mr. Madden intro- 
duced Messrs. Forbes and Carey to the 
governor of Indiana, Paul V. McNutt, 
and to William P. Cosgrove and Walter 
G. Owens, the chairman and the secre- 
tary of the state board of accountancy 
respectively. 

In the evening a banquet was served 
at the Lincoln hotel at which about 
forty persons were present. Mr. Madden 
acted as toastmaster and introduced the 
officers of the Institute, who discussed the 
work of the organization and current 
problems of the profession. 


LOUISVILLE 


On April 12th the Institute’s officers 
were welcomed at Louisville, Kentucky, 
by L. Tipton Young, a member of the 
special committee on development of the 
Institute, and Harvey Cardwell, presi- 
dent of the Kentucky Society of Certified 
Public Accountants. After a drive 
about the vicinity of Louisville, the 
president and the secretary of the Insti- 
tute attended a dinner meeting of the 
Kentucky society at the Pendennis club. 
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About forty-five accountants were pres- 
ent, and Mr. Cardwell presided. He in- 
troduced Mr. Young, who spoke briefly 
on the relations of the American Insti- 
tute with Kentucky accountants. Messrs. 
Forbes and Carey were then introduced 
and after their remarks there were vari- 
ous questions on topics of general inter- 
est, which were discussed informally. 


LittLE Rock 


On April 13th the Institute’s officers 
were guests at a banquet given in their 
honor by the Arkansas Society of Cer- 
tified Public Accountants at the Albert 
Pike hotel, Little Rock. About forty- 
five persons were in attendance. 

A. V. McDuffie, president of the Ar- 
kansas society, acted as toastmaster and 
between courses introduced distinguished 
members of the state society, members 
of the state board of accountancy and 
guests. Raymond H. Rebsamen, a mem- 
ber of the special committee on develop- 
ment of the Institute, introduced Mr. 
Forbes. 

Mr. Forbes expressed his appreciation 
of the loyalty and activity of the Arkan- 
sas members of the Institute, and pro- 
ceeded to discuss the activities of the 
national organization and other matters 
of current importance to accountancy. 
The secretary of the Institute was then 
introduced and at the conclusion of his 
remarks the meeting adjourned. 

On Saturday and Sunday the officers 
remained in Little Rock. They were 
guests of H. W. Hennegin, a former 
member of council, at the Little Rock 
country club, where they played golf 
with several Arkansas accountants. On 
Sunday evening Mr. and Mrs. Rebsamen 
drove the visitors to Hot Springs, Arkan- 


sas, where they dined after seeing the 
sights. 


MEMPHIS 


The president and the secretary of the 
Institute reached Memphis about mid- 
afternoon on Monday, April 16th. They 
were driven about the town by M. O. 
Carter, president of the Tennessee So- 
ciety of Certified Public Accountants, 


and a member of the special committee 
on development of the Institute, Harry 
M. Jay, past president of the Tennessee 
society, and Roscoe C. Clark. Later 
they were guests at a dinner meeting at 
the Gayoso hotel at which seventy-one 
sage were present, including a num- 

r of bankers and other prominent 
citizens of Memphis. Mr. Carter acted 
as toastmaster. He introduced the In- 
stitute’s officers who spoke at some length 
on the current aspects of the account- 
ancy profession as reflected by the In- 
stitute’s program. 

The following morning Mr. Jay with 
several other Memphis accountants con- 
ducted Messrs. Forbes and Carey on a 
tour of inspection of a cotton compress 
and also drove them about the surround- 
ing country. The Institute’s officers left 
Memphis at noon and spent the rest of 
the day en route to St. Paul, Minnesota. 


Sr. PAUL 


They were met at the Minnesota club, 
St. Paul, by Herbert M. Temple, a mem- 
ber of council. On the following morn- 
ing Messrs. Forbes and Carey were the 
guests at the University of Minnesota 
of R. A. Stevenson, dean of the school 
of business administration, and by John 
J. Reighard, an associate of the In- 
stitute and a professor of accounting 
at the university. Mr. Reighard pre- 
sented Messrs. Forbes, Temple and 
Carey to a group of about fifty stu- 
dents of accounting and each of the 
guests gave a short talk on matters re- 
lated to the accountancy profession and 
to the American Institute of Account- 
ants. 

The visitors were guests at a luncheon 
of the Minnesota chapter of the Amer- 
ican Institute of Accountants at the 
Minneapolis club. About eighteen mem- 
bers were present. A. M. Calmenson, 
vice-president of the chapter, presided in 
the absence of Emil Kroeger, president. 
Joseph A. Boulay and Maurice W. Stof- 
fer, members of the special committee on 
development of the Institute, were pres- 
ent and raised questions which led to 
discussion of ways and means of increas- 
ing activity on the part of Institute mem- 
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bers in Minnesota. Following the 
luncheon Messrs. Forbes and Carey met 
with the members of the Minnesota 
state board of accountancy in an infor- 
mal conference. 

In the evening the president and sec- 
retary of the Institute attended a dinner 
at the Minnesota club, arranged by the 
Minnesota chapter of the Institute, to 
which members of the Minnesota Society 
of Certified Public Accountants had been 
invited. 

Representatives of Minnesota grou 
of bankers, attorneys, government a 
partments and educational institutions 
were present at the dinner. Mr. Cal- 
menson opened the meeting and intro- 
duced Mr. Temple who acted as toast- 
master. After introductory remarks in 
which he outlined the history of the ac- 
countancy profession in Minnesota, Mr. 
Temple introduced the officers of the In- 
stitute who spoke on the relations of ac- 
countants to business and government 
and the work of the American Institute 
as it reflected the progress of the ac- 
countancy profession. About seventy- 
five persons were present. 

At the conclusion of the meeting the 
president and the secretary of the Insti- 
tute entrained for Chicago where they 
departed for their respective homes in 
San Francisco and New York. 


Release of New Book by American 
Institute Publishing Co., Inc. 


The American Institute Publishing 
Co., Inc., announces publication of Ac- 
counts of an Oil Company, by H. G. 
Humphreys. This work is based upon a 
series of articles which appeared in The 
Journal of Accountancy during 1933, 
supplemented by much new material 
which has not heretofore been published. 

The book covers the complex basic 
problems of oil accounting from the 
“bringing in” of a new well through the 
pumping, piping, refining and distribu- 
tion of the product. 

The book consists of 145 pages, illus- 
trated by many forms of accounts. It is 
now ready for delivery. 


Ruling of Executive Committee on 
Service on Institute Committees 


The executive committee recently re- 
ceived an inquiry as to whether a mem- 
ber of a committee of the American In- 
stitute of Accountants might designate a 
partner or personal associate, also a 
member of the Institute, to represent 
him at committee meetings, or in other 
committee activities, when the committee 
member himself found it impossible to 
participate. 

The executive committee ruled that, 
since membership in the Institute is 
purely individual, committee members 
could not properly appoint substitutes 
to act for them in Institute matters. A 
committee chairman might, however, in- 
vite any member of his committee who 
is unable to attend a meeting, or to par- 
ticipate in other committee activity, to 
designate a representative to act for the 
absent member in that particular in- 
stance. 


One Hundred Per Cent. Institute 
Membership in Arkansas 
At a meeting of the Arkansas Society 
of Certified Public Accountants at Lit- 
tle Rock, April 13th, Raymond H. Reb- 
samen, a member of the special commit- 
tee on development of the Institute, 
presented to John F. Forbes, president of 
the Institute, applications of ten Arkan- 
sas accountants for admission to the 
American Institute of Accountants. Mr. 
Rebsamen stated that every accountant 
in the state who was immediately eligible 
for admission to the Institute had either 
become a member or had filed his appli- 
cation for membership. 
Mr. Forbes in acknowledging the 
resentation said that Arkansas would 
the first state which could boast that 
all eligible accountants were members of 
the American Institute of Accountants. 
He congratulated the Arkansas Society 
on its enthusiasm and activity and ex- 
pressed the thanks of the Institute for 
the many evidences of loyalty and inter- 
est which Arkansas had offered in recent 


years. 
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Status of Accountants Under 
Immigration Laws 

After consideration of reports to the ef- 
fect that accountants resident in Canada 
and the United States had experienced 
difficulty in crossing the border for the 
purpose of carrying out professional en- 
gagements, the American Institute of Ac- 
countants and the Dominion Association 
of Chartered Accountants agreed to 
coéperate in an effort to assist the mem- 
bers of the respective organizations. 

After a conference at Washington be- 
tween officers of the Institute and an offi- 
cer of the United States department of 
labor, the Institute submitted the fol- 
lowing request for a ruling on the status 
of accountants under the immigration 
laws of the United States: 


“Hon. Frances Perkins 
Secretary of Labor 
Washington, D. C. 


“Dear Madam: 


“The American Institute of Accountants has 
received inquiries from its members as to 
whether chartered accountants of Canada who 
have occasion to visit the United States, to com- 
plete engagements arising in Canada in the 
course of their professional work, may be ad- 
mitted notwithstanding the provisions of the 
contract labor law. 

“It is our understanding that a Canadian 
chartered accountant is considered ‘a person 
belonging to any recognized learned profes- 
sion,’ and is not considered to come under the 
provisions of the contract labor law, but is 
readily admitted to the United States at the 
present time. We are in entire accord with 
this holding as the chartered accountant of 
Canada, like the certified public accountant of 
the United States, is in fact a member of a 
learned profession. 

“We have, however, found no printed decision 
or ruling of your department on this subject 
which we can cite to our members, and in order 
that we may have authentic information we are 
writing this letter to ask if you will please 
inform us whether we are correct in our under- 
standing of the practice in regard to recogni- 
tion of Canadian chartered accountants. 


Respectfully, 
Joun L. Carey, Secretary.” 


é 
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In reply the following letter was re- 
ceived from the immigration and natur- 
alization service of the department of 
labor: 

“Dear Sir: 


“In reply to your letter of the 16th ultimo, I 
have to inform you that this service does not 
consider persons who are certified public ac- 
countants to be amenable to the contract labor 
provisions of the Immigration Act of 1917. The 
question as to whether or not accountants, who 
are not classifiable as certified public account- 
ants, are amenable to the contract labor law 
is determined by this department on the facts 
presented in individual cases. 

“In accordance with the decision of the 
supreme court in the Cook-Danelon case (279 
U. S. 231), the Immigration and Naturalization 
Service finds it necessary to deny admission to 
certain persons who desire to enter this country 
temporarily for the purpose of taking up em- 
ployment. However, in view of the fact that 
certified public accountants are not amenable 
to the contract labor provisions of the law, this 
service holds that they are not covered by the 
decision of the supreme court. The same would 
apply to accountants (not certified public ac- 
countants) who come here under waiver of the 
contract labor law granted by the Department 
of Labor. 

Very truly yours, 


Epw. J. SHAUGHNESSY, Deputy Commissioner.” 


The Institute has now provided the 
Dominion Association of Chartered Ac- 
countants with copies of this correspond- 
ence and has expressed the hope. that the 
association will be successful in its effort 
to obtain a ruling to the same effect 
under the laws of Canada. 


Restrictive Bill Fails in New York 

An accountancy bill of the two-class 
restrictive type failed to pass the legisla- 
ture of New York State prior to adjourn- 
ment. The bill was introduced by rep- 
resentatives of non-certified public ac- 
countants after the New York State So- 
ciety of Certified Public Accountants 
had voted to oppose it. 

Reports to the Institute do not indi- 
cate that any state legislature has passed 
amendments to existing accountancy 
laws during the 1934 sessions. 


a 
| 
| 
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Proposed Amendments To Securities 
Act 


Proposed amendments to the federal 
securities act of 1933 were introduced by 
Senator Fletcher May 4th in the form of 
an addition to the national securities 
exchange bill then under the considera- 
tion of the senate. The proposed amend- 
ments, which are reported to have ad- 
ministration approval, apparently meet 
to a great extent the objections of ac- 
countants to the existing statute. Until 
there has been an opportunity to obtain 
legal opinion on the matter, the effect 
of the newly offered provisions is more 
or less a matter of conjecture. 

One of the amendments would change 
section 11 (a) of the securities act by 
permitting suit for damages only on the 
part of a person “who, in reliance on the 
statement or omission, acquires” a se- 
curity. This apparently would have 
the effect of barring suit against an ex- 

t who had made a statement contain- 
ing an error unless the plaintiff could 
show that he had relied upon that state- 
ment in purchasing the security. 

Clause (c) of paragraph (3) of section 
1] 0) provides that a defendant sued 
with respect to any part of a registration 
statement made on the authority of an 
expert, other than himself, may offer as 
part of his defense proof that the expert 
concerned was selected after reason- 
able investigation and with reasonable 
grounds for belief in his ability for such 

urposes. 

Section 11 (c) of the act would be 
amended by defining the standard of 
reasonableness as “that required of a 
prudent man in the management of his 
own property.” The existing standard 
is that of a fiduciary, application of 
which to accountants has given rise to 
many questions which could not be an- 
swered without judicial interpretation. 

Section 11] (e) regarding the extent of 
damages would be amended to read in 
part as follows: 


“The suit authorized under subsection (a) 
may be to recover such damages as shall repre- 
sent the difference between the amount paid for 
the security (not exceeding the price at which 


the security was offered to the public) and (1) 
the value thereof as of the time such suit was 
brought, or (2) the price at which such security 
shall have been disposed of in the market 
before the suit, or (3) the price at which such 
security shall have been disposed of after suit 
but before judgment if such damages shall be 
less than the damages representing the differ- 
ences between the amount paid for the security 
(not exceeding the price at which the security 
was offered to the public) and the value thereof 
as of the time such suit was brought; provided, 
that if the defendant proves that any portion or 
all of such damages represents other than the 
depreciation in value of such security resulting 
from such part of the registration statement with 
respect to which his liability is asserted, not 
being true or omitting to state a material fact 
required to be stated therein or necessary to 
make the statements therein not misleading, 
such portion of or all such damages shall not 
be recoverable.” 


Other proposed amendments to sec- 
tion 11 (e) would permit the court to 
assess reasonable costs, including attor- 
ney’s fees, if the court believes that the 
suit or the defense is without merit. 
This provision is evidently intended to 
reduce the probability of captious suits 
and efforts at blackmail. 

The period in which suit might be 
brought would be limited to one year 
after discovery of the alleged misstate- 
ment or omission and to five years after 
the sale of the security in question. 

Section 19 of the act would be altered 
by permitting the commission to define 
“terms deemed by the commission to be 
accounting, technical” and trade terms 
used in the act. The present phrase- 
ology permits the commission to define 
“accounting and trade terms” as used in 
the act. The proposed amendments also 
include a provision to protect persons 
who may have acted in good faith under 
regulations in force at the time of the 
action but amended at a later date. 

The amendatory bill would transfer 
the authority to administer the securities 
act from the federal trade commission to 
the new federal securities exchange com- 
mission designated under title I of the 
national securities exchange bill (Senate 
draft). 
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Securities Exchange Bills 

The two versions of the securities ex- 
change bill of 1934, as recommended for 
enactment by committees of the senate 
and the house of representatives, later 
passed by departments of congress, 
are at variance with each other and dif- 
fer from earlier drafts of the measure 
with respect to certain provisions dealing 
with corporate accounting and auditing. 
Thus further changes will be necessary 
to reconcile the two bills before a final 
vote. 

The reports of the house committee 
on interstate and foreign commerce and 
of the senate committee on banking and 
currency, in submitting the bills to con- 
gress, have been regarded by accountants 
with great interest as a formal and 
authoritative statement of the intention 
of the authors in drafting the accounting 
provisions. 

A noteworthy change made in the 
final writing of the bill by the house 
committee was the revision of the para- 
graph empowering the federal trade 
commission to prescribe forms and 
methods for the preparation of corpo- 
rate reports. Clauses against which the 
Institute had protested in a brief sub- 
mitted to the committee were omitted 
and other clauses were inserted, leaving 
the paragraph as follows: 


“Section 12 (b). The commission may pre- 
scribe, in regard to reports made pursuant to 
this act, in accordance with accepted principles 
of accounting, the form or forms in which the 
required information shall be set forth, and the 
items or details to be shown in the balance- 
sheets and profit-and-loss statements; but in the 
case of the reports of any person whose account- 
ing is subject to the provisions of any law of the 
United States or any state, or any rule or regu- 
lation thereunder, the rules and regulations of 
the commission with respect to reports shall not 
be inconsistent with the requirements imposed 
by such law or rule or regulation, except that 
this provision shall not be construed to prevent 
the commission from imposing such additional 
requirements with respect to such reports, 
within the scope of this section as it 
may deem necessary for the protection of inves- 
tors.” 


In the provisions for registration of 
securities, the house committee draft 
States specifically that the number of 
years for which balance-sheets and profit- 
and-loss statements shall be submitted 
shall be three. Earlier drafts had left 
the number of years to the discretion of 
the commission. The present bill re- 
quires annual reports and such quar- 
terly reports as the commission may 
stipulate, the annual reports to be cer- 
tified by independent public account- 
ants if required by the rules and regula- 
tions of the commission. Changes in the 
phraseology of the section dealing with 
liability for misleading statements did 
not materially alter their substance, ex- 
cept that the time limit within which 
action may be brought was changed from 
“two years after the cause of action ac- 
crued” to “three years after the violation 
upon which it is based.” 

Following are portions of the house 
committee’s report referring to the ac- 
counting sections of the bill: 


PROVISION OF ADEQUATE AND HONEST REPORTS TO 
SecuriTIESs HOLDERS BY REGISTERED 
CORPORATIONS 


“No investor, no speculator, can safely buy 
and sell securities upon the exchanges without 
having an intelligent basis for forming his judg- 
ment as to the value of the securities he buys 
or sells. The idea of a free and open public 
market is built upon the theory that compet- 
ing judgments of buyers and sellers as to the 
fair price of a security brings about a situation 
where the market price reflects as nearly as pos- 
sible a just price. Just as artificial manipulation 
tends to upset the true function of an open 
market, so the hiding and secreting of impor- 
tant information obstructs the operation of the 
markets as indices of real value. There cannot 
be honest markets without honest publicity. 
Manipulation and dishonest practices of the 
market-place thrive upon mystery and secrecy. 
The disclosure of information materially impor- 
tant to investors may not instantaneously be 
reflected in market value, but despite the intrica- 
cies of security values truth does find relatively 
quick acceptance on the market. That is why 
in many cases it is so carefully, guarded. De- 
layed, inaccurate, and misleading reports are 
the tools of the unconscionable market opera- 
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tor and the recreant corporate official who specu- 
late on inside information. Despite the tug 
of conflicting interests and the influence of 
powerful groups, responsible officials of the lead- 
ing exchanges have unqualifiedly recognized in 
theory at least the vital importance of true and 
accurate corporate reporting as an essential cog 
in the proper functioning of the public ex- 
changes. Their efforts to bring about more 
adequate and prompt publicity have been handi- 
capped by the lack of legal power and by the 
failure of certain banking and business groups 
to appreciate that a business that gathers its 
capital from the investing public has not the 
same right to secrecy as a small privately owned 
and managed business. It is only a few decades 
since men believed that the disclosure of a bal- 
ance-sheet was a disclosure of a trade secret. 
Today few people would admit the right of any 
company to solicit public funds without the 
disclosure of a balance-sheet. 

“The need of proper and adequate reporting 
as an adjunct of the proper functioning of the 
exchanges has been expressed by the realistic 
and responsible executive assistant of the com- 
mittee on stock list of the New York stock ex- 
change: 


“It has been said a hundred times that ac- 
counting is a matter of conventions, and it is 
questionable whether these conventions have 
kept pace with the changes in modern business 
conditions. As the art stands today, it appears 
to the business man to have evolved with pri- 
mary emphasis upon two objects: 

“*(a) To give to management that accurate 
information and aid which is essential to the 
successful conduct of a business, and (b) to give 
to actual and prospective creditors that accu- 
rate information essential to the determination 
of the volume of credit which may safely be 
extended and the conditions under which it 
may be allowed. 

“*Under conditions of ownership where the 
number of partners or stockholders was small, 
where enterprises were largely managed by their 
owners, or by the personally chosen representa- 
tives of a few owners in close contact with the 
business, and where it was the custom to finance 
permanently but little beyond minimum needs 
and to borrow largely to meet peak needs, ac- 
counting adequately orming these two func- 
tions probably sufficiently served the needs of 
the then situation. In the meantime the wide- 
spread diffusion of corporate ownership, with 
which we are all familiar, has occurred. There 
are few large enterprises which have not taken 
on the ae form and a large proportion 
of the total ownership is in the hands of mil- 
lions of relatively small investors who have no 
direct contact with management and whose only 


knowledge of the company is derived from its 
financial reports. In recent years there has been 
a marked tendency to finance more or less 

rmanently for peak requirements, becoming 
enders of money at the time of minimum re- 
quirements, and so tending to lessen the aggre- 
gate volume of bank credit needed. 

“*Because of these changes, coupled with a 
growing tendency toward extreme broadness and 
flexibility in the corporation laws of many 
States, the time appears to have arrived for 
some changes of emphasis as to the objects to 
be achieved by sound accounting practice. 
While there have been able efforts devoted 
toward this end, the result so far generally 
attained does not seem to me sufficient to meet 
the needs. The need of accurate information 
for the aid of management is still paramount; 
but, under conditions of today, the next object 
in order of importance has become “to give to 
stockholders, in understandable form, such in- 
formation in regard to the business as will avoid 
misleading them in any respect and as will put 
them in "En of all information needed, 
and which can be supplied in financial state- 
ments, to determine the true value of their 
investments.” 

“*This is, of course, the object in which the 
stock exchange is particularly interested. The 
primary object of the exchange is to afford facili- 
ties for trading in securities under the safest 
and fairest conditions attainable. In order that 
— may trade on even terms they should 

ave, as far as is practicable, the same oppor- 
tunities for knowledge in regard to the subject 
matter of the trade. 

“*The exchange is interested in the accounts 
of companies as a source of reliable information 
for those who deal in stocks. It is not sufficient 
for the stock exchange that the accounts should 
be in conformity with law or even that they 
should be conservative; the stock exchange de- 
sires that they should be fully and fairly in- 
formative.’ 


“The president of the New York stock ex- 
change has effectively answered those who con- 
tend that such publicity will give advantage to 
competitors: 


“*The public, today, insists upon more com- 
plete and accurate financial statements from 
publicly owned companies and I am sure that 
the officials and directors of these corporations, 
realizing the reasonableness of this demand, will 
furnish investors with adequate information. 
There have not been many instances where the 
failure to give complete information was due 
to a desire on the part of directors or officers 
to secure unfair personal advantage. However, 
many company officials did not publish complete 
financial statements. because they were afraid 
that the disclosure of too much information 
would put their companies at a disadvantage in 
meeting competition, not only from other 
American corporations, but frequently from 
foreign companies engaged in the same line of 


10 


Bulletin of American Institute of Accountants 


business. This fear, though genuine, has in 
large measure proved to be unfounded.’ 


“The reporting provisions of the proposed 
legislation are a very modest beginning to afford 
that long-denied aid to the exchanges in the 
way of securing proper information for the 
investor. The provisions carefully guard against 
the disclosure of trade secrets or processes. But 
the idea that a fair report of corporate assets 
and profits give unfair advantage to competi- 
tors is no longer seriously entertained by any 
modern business man. The realistic corporate 
executive knows that his alert competitors have 
a pretty good notion of what his business is and 
if he is unable to compete with them it is be- 
cause he is hopelessly behind in the keen com- 
petitive struggle. The reporting provisions of 
the legislation have been approved by such con- 
servative investment services as Moody’s and 
Standard Statistics and, despite the wild fears 
spread throughout the country by powerful 
lobbyists against this bill, intelligent business 
men recognize that general knowledge of busi- 
ness facts will only help and cannot hurt them. 
The possession of these facts has for a number 
of years been the exclusive perquisite of power- 
ful banking and industrial groups. Making 
these facts generally available will be of ma- 
terial benefit and guidance to business as a 
whole.” 


SENATE BILL 


The bill, as recommended for enact- 
ment by the senate committee on bank- 
ing and currency, would create a com- 
mission of five, appointed by the presi- 
dent, with the advice and consent of the 
senate, to administer the measure if en- 
acted. This commission would be given 
virtually the same authority to prescribe 
forms and methods of accounting that 
ey was proposed to be given the 
ederal trade commission. To the clauses 
thus empowering the commission, how- 
ever, was appended a paragraph which 
says: “Nothing in this act shall be con- 
strued as authorizing the commission to 
interfere with the management of the 
affairs of an issuer.” 

Balance-sheets and __profit-and-loss 
statements prerequisite to the registra- 
tion of a security would be required for 
not more than the three preceding fiscal 
years. Annual reports required in this 


ll 


draft of the bill, would be certified by 
independent public accountants if re- 

uired by the rules and regulations of 
the securities exchange commission. 
Quarterly and such other reports as the 
commission might deem essential in 
special circumstances could be required. 

The provisions relating to civil lia- 
bility for misleading statements in the 
senate bill are substantially the same as 
those of the house bill. There is an ad- 
ditional provision, however, that in any 
suit the court may assess reasonable costs, 
including attorneys’ fees, against either 
party litigant. It is also stated that the 
term “misleading statement” shall be 
construed to include omission to state a 
material fact. 

Portions of the senate committee re- 
port that serve to throw light on the ac- 
counting provisions of the senate draft 
are as follows: 


“Although the exchanges have endeavored to 
bring about an improvement in the type of 
financial reports filed by corporations, they have 
been hampered by the terms of the listing con- 
tracts made with issuers, which they have not 
considered themselves entitled to modify with- 
out the consent of such issuers. Progress in this 
direction has been further retarded by the un- 
willingness of issuers to furnish adequate in- 
formation, supported by the threat of with- 
drawal of their listings, and by the potential 
competition of exchanges having more lenient 
standards. Such impediments could not exist so 
far as a federal regulatory body is concerned. 
The present bill would effectuate a reform 
which the exchanges themselves have been advo- 
cating for many years. Hence their efforts to 
enlist the opposition of corporations to the 
proposed legislation is difficult to reconcile with 
their public utterances in the past. . . . 

“The information required to be filed under 
the securities act of 1933 relates only to the 
situation at the time a security is issued. Re- 
ports under this bill will provide adequate in- 
formazion reasonably up-to-date as long as the 
security is traded in on an exchange. 

“This aspect of the proposed legislation has 
been the target of an intensive campaign in the 
form of letters and telegrams addressed to 
members of congress and especially to members 
of this committee. The extent of the protest 
makes it worthy of serious consideration; but it 
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appears that this opposition is largely based on 
a misunderstanding of the bill, the fear of 
exposure on the part of some corporations 
which have heretofore managed to withhold 
from investors their true financial condition, or 
the efforts of stock brokers hostile to other 
portions of the bill, who are endeavoring to 
marshal all possible aid in defeating the bill by 
inciting their customers to protest. 

“The principal objection directed against the 
provisions for corporate reporting is that they 
constitute a veiled attempt to invest a govern- 
mental commission with the power to interfere 
in the management of corporations. The com- 
mittee has no such intention, and feels that the 
bill furnishes no justification for such an inter- 
pretation. To make this point abundantly 
clear, section 13 (d) specifically provides that 
nothing in the act shall be construed to author- 
ize interference with the management of cor- 
porate affairs. 

“The bill provides that securities traded in 
upon exchanges must be registered with the 
commission, and that a condition of such regis- 
tration shall be the furnishing of complete 
information relative to the financial condition 
of the issuer, which information shall be kept 
up to date by adequate periodic reports. The 
commission is given complete discretion not only 
to exempt securities from the operation of most 
sections of the act—including those dealing with 
corporate reports—but also to require in cor- 
porate reports only such information as it deems 
necessary or appropriate in the public interest 
or to protect investors. In this connection it 
should be noted that section 3 (a) (12) em- 
powers the commission to define ‘exempted 
securities’ and sections 12 and 13 authorize it to 
vary the specifications for reports where those 
indicated are deemed inappropriate. Moreover, 
by section 23 a corporation is granted an uncon- 
ditional right to a private hearing in any case 
where it feels that information filed with the 
commission should not be made public, and by 
section 24, the commission’s determination on 
such hearing is subject to court review. 

“The argument has also been made that the 
provision for corporate reports will impose an 
undue burden on corporations by compelling 
them to keep their accounts in the manner 
prescribed by the commission. The bill, how- 
ever, merely permits the commission to specify 
the methods to be followed in preparing the 
reports made to it, and does not attempt to 
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direct the manner in which the corporate books 
of account shall be kept. The only corpora- 
tions apt to be seriously affected in this respect 
are those which do not keep even in their con- 
fidential files the information essential for the 
preparation of reports on which may be based 
an intelligent analysis of the value of their 
securities for investment purposes. 

“These provisions are regarded as the mini- 
mum which is requisite for the adequate pro- 
tection of investors. The committee has re- 
peatedly heard testimony illustrating the eva- 
sions, suppressions, distortions, exaggerations, 
and outright misrepresentations practiced by 
corporations with intent to cloak their opera- 
tions and to present to the investing public a 
false or misleading appearance as to financial 
condition. 

“The chairman of the committee on stock 
list of the New York stock exchange testified 
that an application for listing of additional 
shares was granted to a corporation in June, 
1933; that while it was represented to the stock 
exchange authorities that the additional shares 
were to be issued in exchange for the shares of 
another corporation, no balance-sheet of the 
latter was exhibited to the committee on stock 
list; and that had such balance-sheet been pre- 
sented, the listing would have been denied for 
several reasons, including the fact that it would 
have been discovered that the stock was being 
issued for the purpose of supplying capital, 
and not for the purpose of acquiring property 
as represented, the fact that the stockholders’ 
pre-emptive rights were being circumvented, and 
the fact that practically all the assets of the 
company consisted of notes receivable, good will, 
and licenses arbitrarily valued at grossly exag- 
gerated figures. The testimony also established 
that within a period of a few days the assets of 
the company were written up 100 per cent. in 
value. In another case brought to the atten- 
tion of the committee, the assets of a company 
were marked up from $4,000,000 to $24,000,000. 
A memorandum prepared by a corporate official 
was introduced in evidence which discussed the 
alternatives of preparing the corporation’s an- 
nual report in either the ‘standard’ or the 
‘understandable’ form, the decision being in 
favor of the former. 


(As this Bulletin goes to press, the two bills, 
passed by the respective houses, are to be re- 
ferred to a conference committee for reconcilia- 
tion.) 
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Pro Cost Accounting Provisions 


For N. R. A. Codes 


Two plans for effecting standardiza- 
tion of code requirements for account- 
ing and cost finding under the N. R. A. 
are receiving the consideration of the 
various code authorities. The plans 
were submitted by the recovery adminis- 
tration to the code authorities at the 
recent general meetings at Washington. 
It was then indicated that the plans had 
not received the approval of the admin- 
istration, but were intended to open dis- 
cussion of the problems involved and to 
suggest possible solutions. 

The two methods of approach sug- 
gested are: (a) to prescribe an account- 
ing method, complete in its outline of 
definitions and principles, to be supple- 
mented by a cost formula; and (b) to 
require a cost formula only, which will 
set out all the elements to be included 
in determining the cost below which 
sales may not be made. 

An outline of plan 1 follows: 


Wuat Irt Is 


(a) An accounting method, complete in its 
basic outlines, the specific system to be per- 
missive, but the principles to be observed by 
all members. 

(b) A cost formula, to specify only the varia- 
tions from the accounting system, or adjust- 
ments to be made in actual cost for the purpose 
of determining the cost below which sales may 
not be made. 


Its ADVANTAGES 


1. The establishment in each industry of a 
model or standard, in order to provide a gauge 
of the minimum requirements for an adequate 
accounting procedure. 

2. A definition of accounting terms, in order 
that all companies may include the same ele- 
ments in various stages of cost. 

3. The accounting provisions suggested for 
embodiment in the code are sufficiently general 
in nature that the approval of the code need 
not be held up awaiting the adoption and ap- 
proval of a standard cost accounting method. 

4. The provisions of the cost formula may be 
altered or changed at any time upon the request 
of the code authority, approved by the admin- 
istrator, without an amendment to the code 
itself. 


Its DISADVANTAGES 


1. Difficulty in explaining to the small mem- 
bers that the particular accounting system in 
all its details and with its encumbent expense 
is not to be thrust upon them as a compulsory 
requirement. 

2. Further difficulty in getting instruction to 
small members concerning even the funda- 
mentals of the accounting methods prescribed, 
where the concerns do not have trained em- 
ployees. 


Plan 2 is described as follows: 


Wuat Ir Is 


A cost formula, containing a complete outline 
of the elements to be included as cost for the 
purpose of determining cost below which sales 
may not be made, but involving no accounts 
other than those directly required in the deter- 
mination of such cost. 


Irs ADVANTAGES 


1. Simplicity, because it involves only the 
expense accounts entering into cost of sales de- 
termination. No outline of the asset and lia- 
bility accounts is drawn in (although theoreti- 
cally such an outline should be drawn in, 
because depreciation expense involves the asset 
accounts, buildings and equipment; bad debt 
expense involves the asset account, accounts 
receivable; cost of goods sold involves the asset 
account, inventories, etc.). 

The argument is advanced by proponents of 
this plan that many small concerns have no 
assets or liabilities set up on their books and 
that they are doing well to grasp the essential 
expense accounts entering into the calculation 
of cost. 


Irs DISADVANTAGES 


1. It does not make for permanent stabiliza- 
tion of accounting methods, because it is not a 
method of keeping permanent records of the 
business, but is simply a method of assembling 
information for temporary purposes. 

2. No model or standard is established as a 
gauge of minimum requirements for an ade- 
quate accounting procedure. 

8. No definitions of accounting terms are 
established beyond the defining of expense ac- 
counts in summary form. 

Model code provisions and formule were 
submitted to the industries for their study and 
criticism. 
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Audits of Savings and Loan Asso- 
ciations 

An amendment to the banking law of 
the state of New York, approved April 
23, 1934, and taking effect immediately, 
requires annual audits of the accounts of 
savings and loan associations by the di- 
rectors and empowers the directors to 
employ such assistance as they deem nec- 
essary to carry out this requirement. 
Following is the text of the act: 


CHAPTER 258, Laws oF 1934 


“AN ACT to amend the banking law, in rela- 
tion to examination by directors of savings and 
loan associations. 

“The people of the state of New York, repre- 

sented in senate and assembly, do enact as fol- 
lows: 
“Section 1. Article 10 of chapter 369 of the 
laws of 1914, entitled ‘An act in relation to 
banking corporations, and individuals, partner- 
ships, unincorporated associations and corpora- 
tions under the supervision of the banking de- 
partment, constituting chapter 2 of the con- 
solidated laws,’ is hereby amended by adding 
thereto a new section, following section 406, to 
be section 406-a, to read as follows: 

“Section 406-a. Examination by directors. 
The directors of every savings and loan asso- 
ciation, by a committee of not less than three 
of their number, on or before the first day of 
July in each year, shall audit the books, records 
and accounts and examine fully the papers and 
affairs of such association, and the loans and 
investments thereof, with the special view of 
ascertaining the safety and present value of 
such loans and investments, and the value of 
the collateral security held in connection there- 
with and into such other matters as the super- 
intendent of banks may require. Such direc- 
tors shall have the power to employ such assist- 
ance as they deem necessary in making the 
examinations prescribed by this section. Within 
thirty days after the completion of such exami- 
nation, a report thereof in writing, sworn to by 
the directors making the same, shall be made 
to the board of directors of such association, 
and placed on file in said association, and a 
duplicate filed in the office of the superintendent 
of banks. 

“Section 2. This act shall take effect im- 
mediately.” 


Comment on Accounting Provisions 
of Investment Bankers’ Code 


At a meeting of the Chicago associa- 
tion of commerce, April 23rd, Arthur 
D. Whiteside, president of Dun & Brad- 
street, Inc., and former division adminis- 
trator of the N. R. A., praised the ac- 
counting provisions of the recently ap- 
proved supplementary code of fair com- 
petition for investment bankers, saying 
that, if no other sections had been in- 
cluded, “this document alone would 
stand out as evolutionary in the history 
of finance.” 

“This section is unique,” Mr. White- 
side said, “and is one which in itself will 
reduce the investment hazard to a degree 
which is revolutionary. This section 
sets up practical safeguards which re- 
move at one stroke the mystery of trends 
in values, which has been a basic psycho- 
logical cause of our booms and depres- 
sions. 

“This section is intensely practical. 
It is not detailed to the point of theo- 
retical absurdity. But, on the other 
hand, it does not give a loop-hole to the 
evasion of statements of essential factors 
which should in all justice be available 
to every investor of any amount or to his 
broker. 

“This section needs no detailed com- 
ment. Its purpose, its intent and its im- 
plications are obvious. If no other sec- 
tions were included in these trade prac- 
tices, this document alone would still 
stand out as evolutionary in the history 
of finance.” 

The Institute’s committee on coépera- 
tion with investment bankers assisted in 
drafting these provisions and was repre- 
sented at the public hearings at Wash- 
ington by its chairman, Frederick H. 
Hurdman. At that time, Mr. Whiteside, 
who officiated, complimented the com- 
mittee on its contribution to the code. 


Charles J. Maxcy, of New York, was 
recently appointed head of the bureau 
of municipal investigation and statistics 
of the New York city department of 
finance. 
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Federal Trade Commission Ruling 
under Securities Act 


The federal trade commission, on 
April 27th, announced additions to the 
rule promulgated November 1, 1933, re- 
garding the exemption of issues offered 
at an aggregate price under $100,000 
which fall within certain prescribed 
requirements, as reported in the Bulletin 
for November 15, 1933. 

The new rule removes the require- 
ments that the issue be sold for cash, 
that the underwriting expenses be lim- 
ited to 10 per cent., and that the stock 
be in units of at least $100. Its net 
effect is to exempt any stock issued 
for an aggregate amount of not over 
$100.000, if the total net proceeds of all 
securities issued by the same _ issuer 
within the preceding year, including 
the issue in question, does not exceed 
$100,000, subject to the following con- 
ditions, in addition to those regarding 
prospectuses: 


(a) That the stock shall not be offered below 
par value, unless it is stock which has been 
reacquired by the issuer at approximately its 
market value. 

(b) That the expenses of distribution do not 
exceed 25 per cent. of the amount for which 
the stock is sold. 

(c) That no securities issued to a promoter 
or organizer in excess of expenses incurred by 
him or of the fair cash value of property 
acquired from him, which he has held for 
more than a year, shall be sold to the public 
until the issuer has earned a net profit over a 
period of one year; and that if the corporation 
is liquidated before it has earned a net profit 
over a period of a year, such promoters’ or 
organizers’ securities shall not share in the 
distribution until all other stockholders who 
paid cash for their securities have been reim- 
bursed in full. The issuer is required to take 
legally effective means to assure compliance 
with these conditions, such as putting the pro- 
moters’ and organizers’ securities in escrow. 

The rule also exempts, regardless of the 
above conditions, any stock comprising an issue 
not exceeding $30,000, provided that the net 
proceeds of all securities issued by the issuer 
within a year, including the stock in question, 
do not exceed $30,000. 


15 


Accountants to Act for N. R. A. 
Compliance Board 

It has been reported that the N. R. A. 
compliance board has recommended in- 
vestigation by certified public account- 
ants of the books of a company charged 
with reduction of prices below the level 
permitted by the code of the industry 
concerned. 


Code of Professional Conduct of 
Massachusetts State Board 


Announcement has been made that the 
board of registration of certified public 
accountants in Massachusetts has for- 
mally adopted a code of professional con- 
duct, based in part on the rules of pro- 
fessional conduct of the American Insti- 
tute of Accountants. The rules adopted 
by the Massachusetts board are as fol- 
lows: 


1. No holder of a certificate in practice as an 
individual shall use the phrase “and company” 
and/or “certified public accountants” as a 
part of the name under which he practices when 
no partnership actually exists. 

2. To quote from section 87—2, chapter 470, 
acts of 1923 of the Massachusetts statutes, “No 
partnership unless all of its members are regis- 
tered under the provisions of this act and no 
corporation shall use the words ‘certified public 
accountants’ in describing the partnership or 
corporation or the business thereof; provided 
that any partnership or corporation may repre- 
sent that a specified person registered under 
said provisions is a member of such partnership 
or is in the service of such partnership or cor- 
poration.” 

8. A partnership or association using the 
description “and company” or practicing under 
a firm name which does not disclose the identity 
of all of the members thereof is required to file 
with the board of registration the names and 
addresses of the members of such firm, it being 
understood that no member thereof is permitted 
to designate himself as a certified public ac- 
countant unless he is so certified under the laws 
of the Commonwealth of Massachusetts. It is 
also required that the board be advised of any 
subsequent change in the membership of such 
firm. 


4. No holder of a certificate shall either 
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certify to or sign his name to any accounts, 
exhibits, statements or schedules which have 
not been actually verified under his supervi- 
sion or that of a member of his firm or of his 
staff. 

5. No holder of a certificate shall prepare 
and sign or certify to any statement, exhibit, 
schedule, tax return, or other form of account- 
ing work which contains an essential misstate- 
ment of fact or omission of fact, either known 
by him to be such a misstatement or which in 
the opinion of the board of registration should 
have been ascertained so to be by the exercise 
of reasonable diligence, care and professional 
knowledge. 

6. No holder of a certificate shall offer em- 
ployment to an employee of a fellow holder of 
a certificate without informing such holder of 
his intent. However, one may freely negotiate 
with anyone who, of his own initiative or in 
response to a public advertisement, shall apply 
to iim for employment. 

7. No holder of a certificate shall directly or 
indirectly allow or agree to allow a commission, 
brokerage, or other participation to anyone as a 
consideration for assistance in obtaining an en- 
gagement; nor shall he accept or agree to 
accept a commission or gratuity as consideration 
for commercial business which he may be instru- 
mental in turning over to others incident to the 
services rendered to his clients. 

8. No holder of a certificate shall solicit the 
clients or encroach upon the business of another 
holder of a certificate. It is the right, however, 
of any holder of a certificate to give proper 
service or advice, or to quote rates or give esti- 
mates of fees to those asking for such service, 
advice, or information. 

9. No holder of a certificate who is in prac- 
tice on his own account, or a member of the 
staff of a certified public accountant shall at the 
same time engage in any business or occupa- 
tion which, in the opinion of the board, is in- 
compatible or inconsistent with the practice of a 
certified public accountant. 

10. The holder of a certificate in quoting or 
estimating rates should place a value upon his 
services or those of a member of his staff which, 
at per diem rates, is consistent with the pro- 
fessional character of his services and which con- 
forms within reasonable limits to the generally 
accepted rates charged by other reputable ac- 
countants for the same type of work. 

11. The holder of a certificate should have 
due consideration for the generally recognized 


attitude of the profession with regard to the 
advertising in any manner of one’s professional 
qualifications. 

Note: Each recipient of a certificate hence- 
forth will be required to sign the following: 

To THE BoarD OF REGISTRATION OF CERTIFIED 
PuBLic ACCOUNTANTS: 

Inasmuch as I am being granted a certificate 
to practice as a certified public accountant, in 
accordance with the provisions of chapter 470, 
acts of 1923 of the Massachusetts statutes, I 
hereby acknowledge that I have carefully read 
the accompanying rules and regulations pertain- 
ing to professional conduct, that I subscribe 
both to the spirit and the letter of such rules 
and that I agree to observe them faithfully in 
the performance of my professional work. 

I further agree that I shall in all ways so con- 
duct myself as to entitle me to the respect, con- 
fidence, and good-will of my associates in prac- 
tice, and to do all in my power to uphold and 
promote the standards of the accounting pro- 
fession. 

I understand and agree that the failure on 
my part to comply with any one of the rules 
to which I hereby subscribe, or to uphold and 
protect the high standards of the profession, 
in any manner whatsoever, will be grounds for 
my being requested to appear before the board 
to show cause why my certificate should not be 
canceled, revoked or suspended. 

I hereby acknowledge the receipt of certificate 
NO. 2.20 as well as of a copy of this document. 


Bid for Municipal Audit Avoided 

A member of the board of apportion- 
ment and taxation of Bridgeport, Con- 
necticut, read from a pamphlet on 
“Audits of governmental bodies,” pub- 
lished by the American Institute of Ac- 
countants, in arguing against a proposal 
that the contract for auditing the tax 
collector’s records be awarded on the 
basis of bids. 

During the course of the debate refer- 
ence was made to an incident in which 
the city had granted an audit contract 
as the result of bids, the outcome of 
which had not been entirely satisfactory. 

The board finally decided to award 
the contract without bids to a firm of 
SS accountants which had per- 
ormed the engagement satisfactorily in 
past years. 
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New York C. P. A. Examination 
Syllabus 


Subjects which should be studied in 
preparation for the certified public ac- 
countant examinations are indicated in 
a paper read at a recent meeting of the 
New York State Society of Certified Pub- 
lic Accountants by Norman E. Webster, 
a member of the New York State board 
of examiners. Mr. Webster is one of the 
editors of the proposed new issue of the 
examination syllabus to be issued by the 
council on accountancy of the University 
of the State of New York. 

The following quotation from Mr. 
Webster’s paper consists of extracts from 
the draft syllabus: 


“As a subject for examination the scope of 
commercial law education should include (1) 
the principles of common law, and of New 
York and United States statutory law relating 
to (a) the forms of organizations, both those 
engaged in private and public business, (b) 
the relationships of such organizations to each 
other, (c) the classes of property and ot rights 
in property, and (d) other matters relating to 
business transactions; (2) United States and 
New York tax laws; (3) the rules of statutory 
construction of tax laws and of the extent to 
which administrative regulations in such matters 
are controlling; (4) the forms of procedure 
which are prescribed for the preparation of 
accounts for presentation to courts or other 
agencies created by law, and the basic rules 
governing the submission of the facts as proof 
of allegations; and (5) the legal responsibilities 
of those engaged in the public practice of ac- 
countancy. 


THEORY OF ACCOUNTS 


“As a subject for examination the scope of 
theory of accounts should include (1) the entire 
terminology of accounting; (2) the elements 
of commercial arithmetic and actuarial science; 
(3) controlling accounts; (4) the classification of 
accounts which will produce an appropriate 
analysis of the operating results of (a) each 
class of business organization, private, quasi- 
public and public, (b) each function of such 
organization such as production, transportation, 
merchandising, financial, etc., including for each 
its major and its minor or incidental opera- 
tions, and (c) each class of property, of debt 
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and of capital; (5) the ascertainment of the 
appropriate basis for the apportionment or 
other distribution of any item, parts of which 
are allocable to one or more other items; (6) 
the appropriate methods for determining the 
costs of particular functions, operations or prod- 
ucts; (7) the factors which control in various 
processes or methods for valuing property and 
debt; (8) the accounting phases of capitaliza- 
tion; (9) the principles which apply in making 
effective and giving expression to the mutual 
obligations contained in various kinds of docu- 
ments; and (10) the principles of statistical 
and graphic interpretation and presentation, of 
budgeting, and of special investigation. 


PRACTICAL ACCOUNTING 


“As a subject for examination the scope of 
practical accounting should include the appli- 
cation of commercial law and theory of accounts 
to statements of facts given in the form of 
propositions or problems related to any of the 
sub-divisions mentioned in the outlines herein- 
after given. Furthermore, emphasis should be 
laid upon (1) the terminology pertaining to the 
accounting records and statements; (2) the 
processes of commercial arithmetic; (3) the de- 
sign of accounting records which may be 
appropriate for (a) each class of business organ- 
ization both public, quasi-public and private, 
(b) various functions of business, (c) the classes 
of property and debt and of revenue and ex- 
pense, for which controlling and subsidiary ac- 
counts may be advisable, and (d) where per- 
missible, the selection of the most appropriate 
of two or more designs for particular state- 
ments; (4) the bookkeeping including the origi- 
nal record with sufficient explanation and the 
later summarization; (5) the presentation of the 
financial facts for stated periods and at stated 
dates or both; (6) the presentation of the finan- 
cial facts in the special forms which may be 
required for special investigations, for taxation, 
or for fiduciaries, parties to court action, etc.; 
(7) the preparation of budgets. 


AUDITING 


“As a subject for examination the scope of 
auditing should presuppose a thorough knowl- 
edge of commercial law, theory of accounts and 
practical accounting, and should include specific 
and general subjects as follows: Specifically, (1) 
the classification of audits as to scope and pur- 
pose; (2) the preparation of a program for any 
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particular audit; (3) the determination of the 
methods and extent of the reviews of (a) the 
original entries and of the comparison there- 
with of the related documents, and (b) the 
postings therefrom, etc.; (4) the determination 
of the verifications which can and should be 
made by examination, by confirmation, by 
analysis, or by tests, and the methods and 
extent of the analyses or tests for different 
classes of property or debt or of gain or loss; 
(5) the presentation of the results of the audit 
in (a) statements, tabulations, graphs, etc., (b) 


textual narration and comments, and (c) certi- 
fication. Generally, (1) good, clear, concise 
English for the textual presentation of the 
financial facts; (2) basic knowledge of eco- 
nomics and finance; (3) common practices 
adopted by the principal classes of industry or 
other businesses in matters of accounts; (4) an 
intelligently inquiring mental attitude about 
business; (5) a critical though impartial point 
of view; (6) discriminating judgment as to the 
relative importance of different matters; and 
(7) professional tact and ethics.” 


ACCOUNTANCY AND THE PRESS 


Following are brief excerpts from 
articles referring to the American Insti- 
tute of Accountants which have ap- 
pearea in the public press during recent 
months: 


Accounting is more a matter of application of 
judgment to fact than one of fact-finding, John 
F. Forbes, of San Francisco, Cal., president of 
the American Institute of Accountants, de- 
clared last night at a dinner of the Indiana 
Association of Certified Public Accountants in 
the Hotel Lincoln. 

“The value of an accountant’s report comes 
of its being the statement of an expert opin- 
ion, not of its being a mere presentation of 
statistical information,” he said. 


The Star, Indianapolis. 


The American Institute of Accountants has 
filed a brief with the senate committee which 
has the national securities exchange bill up for 
consideration. Credit men and those who have 
to do with the financial affairs of larger cor- 
porations will be interested in this statement, 
which says: 

“We approve the requirement of at least one 
report each year certified by independent public 
accountants. This is in accord with what is 
commonly regarded as good practice.” 

Credit and Financial Management 


An unfair advantage which government enter- 
prises in competition with private industry 
have enjoyed in the past would be removed 
by the passage of the Shannon bill providing 
for cost accounting systems for all executive 
departments of the federal government, The 
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Journal of Accountancy, official publication of 
the American Institute of Accountants, says edi- 
torially in its current issue: 

“Certainly every accountant in the country 
would welcome the introduction of accounting 
methods in the government, and business as a 
whole would be greatly benefitted.” 


The State, Columbia, S. C. 


The American Institute of Accountants has ob- 
tained modification of the regulations of the 
Federal Trade Commission in administration 
of the securities law of 1933 to the effect that 
now accountants may certify that financial state- 
ments “truly and fairly reflect the application of 
accepted accounting practices to the facts dis- 
closed by our investigation.” 

Heretofore the commission ruling required 
accountants to certify to the truth of facts 
set forth in balance-sheets and _ profit-and-loss 
statements filed with registration statements. 


The Commercial West, Minneapolis. 


A movement designed to provide investors 
and business men generally with more adequate 
information concerning their holdings or pros- 
pective purchases was given great impetus by 
inclusion in the federal securities act of 1933 
of a provision for certification by an independ- 
ent public or certified accountant of financial 
statements included in registration statements. 

The growth of this movement is reflected in 
the findings of a special committee on the ap- 
pointment of auditors of the American Insti- 
tute of Accountants, which has been published 
in the Bulletin of the organization. 


The Journal of Commerce, Chicago. 
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NEWS OF LOCAL SOCIETIES 


Georgia 
ATLANTA 


The Atlanta chapter of the Georgia 
Society of Certified Public Accountants 
met on April 13th to elect officers for the 
coming year. The following were 
elected: E. W. Gottenstrater, chairman; 
T. E. Williams, first vice-chairman; E. F. 
Moore, second vice-chairman; M. V. 
Larned, treasurer, and L. E. Campbell, 
secretary. 


Massachusetts 


The Massachusetts Society of Certified 
Public Accountants and the Boston chap- 
ter of the National Association of Cost 
Accountants met jointly on April 18th 
to hear an address by Andrew Stewart, 
of New York, on “Accounting as a major 
division of corporate management.” 

The meeting was opened by Charles 
W. Tucker, president of the Boston 
chapter of the N. A. C. A., who intro- 
duced Richard D. Seamans, vice-presi- 
dent of the Massachusetts society. Har- 
os by Wonson, of the N. A. C. A., pre- 
sided. 


North Carolina 


CHARLOTTE 


Leslie A. Heath was elected chairman 
of the Charlotte Accountants’ Club to 
serve for a term of three months at a 
recent meeting of this organization, 
formed several months ago under the 
auspices of the North Carolina Associa- 
tion of Certified Public Accountants. 

Other officers elected are George E. 
Dombhart, vice-chairman, and Elton B. 
Taylor, secretary. 

At this meeting a proposed certified 
public accountant law, designed by the 
State association to be submitted to the 
legislature next fall, was discussed. A 
draft of this proposed law has been sub- 
mitted to the chairman of the committee 
on state legislation of the American In- 
stitute of Accountants for his suggestions 
and advice. 


New Jersey 

Building and loan developments in the 
state of New Jersey were ata 
meeting of the Society of Certified Pub- 
lic Accountants of the State of New Jer- 
sey at Newark, April 17th. 

The principal speakers were James H. 
McNish, deputy commissioner of bank- 
ing and insurance; P. Albion Prescott, 
assistant deputy commissioner of bank- 
ing and insurance, and George L. Bliss, 
president of the Federal Home—Loan 
Bank of Newark. Discussion of the 
topic was led by Robert H. Gulliver, 
chairman of the building and loan com- 
mittee of the society. 

Brief talks were made by William H. 
Kelly, commissioner of banking and in- 
surance; Louis J. Cohen, assistant attor- 
ney-general; Emil Gallman, secretary, 
and Ernest Minier, treasurer, of the New 
Jersey building and loan league. 

State Senator John G. Wolber dis- 
cussed senate bill 210, relating to the 
licensing of registered municipal ac- 
countants, just passed by the New Jersey 
senate. 

Henry B. Fernald led a round table 
discussion of pending federal legislation 
of interest to public accountants. 


New York 


Monetary developments since the 
United States abandoned the gold stand- 
ard were discussed by Frank A. Vander- 
lip, author of the federal monetary 
authority bill now pending in congress, 
at a meeting of the New York State So- 
ciety of Certified Public Accountants on 
April 16th. 

The society recently sent to members 
of the United States senate a report of 
its committee on federal taxation recom- 
mending that net gains on capital assets 
be subjected to a flat tax of 1214 per 
cent. as under the law in effect since 
1921, rather than the tax of from 25 to 
63 per cent. as proposed in the revenue 
bill now pending. The Society had pre- 
viously made similar recommendation to 


the committee on ways and means of 
the house of representatives. 


Rhode Island 


The annual meeting of the Rhode 
Island Society of Certified Public Ac- 
countants was held at Providence on 
April 17th. Ralph C. Jones, professor 
of economics at Yale university, and Ed- 
ward P. Tobie, secretary of the state 
board of tax commissioners, made the 
“oo addresses. 

Professor Jones, who is the author of 
the fifth volume of “Taxation of foreign 
and national enterprises,” prepared un- 
der the auspices of the fiscal committee 
of the League of Nations spoke on 
“Double taxation.” Mr. Tobie spoke 
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on taxation of corporations in Rhode 
Island with particular reference to 
methods of allocation in the avoidance 
of double taxation. 

C. Watson Scott was elected president; 
Townes M. Harris, vice-president, and 
William B. M. Miller, secretary and 
treasurer. The foregoing and Spencer 
H. Over and Francis E. Welch were 
elected directors. All are of Providence. 
Mr. Over is the retiring president. 

The so-called “Lawyers bill,” which 
would have limited representation be- 
fore all Rhode Island state and munici- 
boards, commissions and _ other 

ies to members of the bar, was dis- 
cussed and a plan for opposing it 
drafted. The bill was subsequently 
killed in committee. 


ANNOUNCEMENTS 


Hiram E. Decker, of Chicago, has an- 
nounced the removal of his office from 
the Rookery to the Board of Trade 
building. 


Alexander Gassman has announced 
the removal of his office to 1450 Broad- 
way, New York. 


Announcement has been made of the 
dissolution of the partnership of Hyans, 
Hafer & Stern, as of April 30, 1934. Ed- 
ward M. Hyans and Louis A. Stern has 
announced their intention to continue 

ractice under the firm name of Hyans, 
tern & Co., with offices at 1441 Broad- 
way, New York. 


Jasper & Herington, Inc., accountants 
and auditors, have announced the re- 
moval of their offices to 110 East 42nd 
st., New York. 


Lybrand, Ross Bros. & Montgomery, of 
New York, have announced the removal 
of their offices to 1 East 44th st. 
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Price, Waterhouse & Co. have an- 
nounced the removal of their Pittsburgh 
office to 1239 Gulf building, 439 Seventh 
ave. 


William C. Rhyne, C. Nicholas 
Priaulx and Harold J. Beairsto, formerly 
practising under the firm name of Cour- 
ter & Rhyne, have announced the 
change of the firm name to Rhyne, 
Priaulx & Beairsto and the removal of 
their offices from 30 Church st. to the 
Woolworth building, 233 Broadway, 
New York. 


White & Currie have announced the 
removal of their offices from 1809 North- 
ern Life Tower to 1120 White building, 
Seattle. 


Lewis Wintermute, of Cleveland, 
Ohio, has announced the removal of his 
office to 4500 Euclid av. 


Clem W. Collins, of Denver, was re- 
cently made a member of the committee 
for the allotment of federal funds to 
rural school districts in Colorado. 


